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The Governor 


EXT week Mr Montagu Norman will be re- 
elected to serve for a twenty-second year as 
Governor of the Bank of England. In its course he 
will celebrate his seventieth birthday. There is 
nothing in the charter of the Bank or in the law of 
the land that compels a Governor to retire on reach- 
ing the age of seventy ; and in wartime previous 
intentions may have to be deferred. Nevertheless, the 
probability is that in less than twelve months’ time 
a new name will appear in the Court’s nomination. 
The Governorship of the Bank of England has 
changed in character almost out of recognition during 
Mr Norman’s tenure. The stress and strain of the 
past twenty-one years, added to Mr Norman’s own 
brilliant and masterful personality, have made of 
the Governorship one of the commanding positions 
of the country—by far and away the most important 
office that is not in the gift of the Crown. A change 
in the holder of such an office will be a public event 
of the highest moment. Fortunately, in present 
circumstances, it is unlikely to be made the subject 
of party political controversy. The greater is the 
opportunity for full discussion of the qualities that will 
be required of the next Governor of the Bank. 
One previous question will naturally arise : should 
r Norman’s precedent of continuous re-election be 
followed or a return made to the previous practice of 
frequent rotation? It is in the City that this ques- 
tion will mainly arise. There are many there who are 
not entirely happy about the extent of the dominance 
that the Bank has acquired over all other financial 
institutions in the past two decades, and who look 
back with some nustalgia to the old days when the 
Principle of rotation gave a very powerful influence 
to the merchant banks whose partners, by tradition, 
shared the rotation. But the diagnosis is faulty ; it 
'§ not because the Governorship has stayed in one 
pair of hands—or at least not mainly for that reason 


—that the power of the Bank has risen and that of 
the bankers fallen. Other circumstances have been at 
least equally responsible—the decline in international 
finance, the long periods of currency disturbance and, 
arising from them, the ever-stronger tendency 
towards central control. When the problem is re- 
garded, not from the somewhat special angle of the 
City, but from that of the public interest, the over- 
whelming burden of argument is in favour of the 
permanent Governorship. One argument, among the 
many that might be advanced, would alone be de- 
cisive : is it likely that the large body of opinion 
which already looks with suspicion on the continuance 
of the Bank as a formally private institution would 
accept a reversion to rotation of the Governorship 
among a number of still more private institutions ? 

To this school of thought—rather wider in mem- 
bership than the Labour Party alone—it will, indeed, 
seem an anachronism that the nomination should lie 
with the Court of Directors at all. They would have 
it lie with the Crown—that is, with the Prime Minister 
of the day. This is a controversy in which the shadow 
is almost always mistaken for the substance. There 
is no doubt in any reasonable quarter that the pre- 
sent Governor has always acted in what he conceived 
to be the public interest. It is possible to disagree 
with some of his policies ; but that is merely to say 
that he is a man of decided views, and if nationalisa- 
tion of the Bank of England were to prevent men of 
strong personality from acceding to the Governor- 
ship, then indeed it would be a disaster. In any case, 
it may be taken for granted that His Majesty’s 
Government will be consulted and that its wis 
will at least not be disregarded. A very similar 
problem in asserting Government control over nomi- 
nations to important non-Governmental offices was 
solved four centuries ago by the device of the congé 
délire ; and, if need be, the Court would doubtless be 
informed of the name of the man for whom they were 
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to be at entire liberty to vote. But it would be a pity 
if matters were to go to quite those lengths. 
Government must be consulted at every ome. the 
process of selection ; but a better choice will made 
if the initiative is left to those who know intimately 
both the office and the men. 

What sort of a man should the Governor of the 
Bank be? In the past, the emphasis was laid on 
the necessity for him to be a financial technician ; his 
most important and absorbing task was to manage the 
money market in days of delicate free markets and 
tiny gold reserves. This was one of Mr Norman’s own 
specialities ; but its importance has declined—both 
absolutely with the growth of rigidity and controls and 
the lapse of the gold standard, and even more rela- 
tively to the mass of problems of State with which no 
Governor before Mr Norman was ever concerned. The 
next Governor should be an economic statesman—as 
Mr Norman has been—rather than a financial expert. 
The change from gold standard to controlled sterling 
has also removed the previous necessity for the 
Governor to have an international bias in his experi- 
ence. It is no longer his first commandment to husband 
the gold reserve, and therefore to be on constant watch 
for storm-signals in the foreign exchanges. If the 
Governor nowadays should have one dominating 
interest it should rather be in the finance of British 
industry. This is not to say that he should be what is 
known as an industrialist ; but he should have some 
knowledge of industry and of its problems. 

There is one more qualification which deserves 
specific mention. He should be a young man. There 
are several reasons for this, entirely apart from the 
general necessity that exists in every branch of our 
national life for lowering the average age of those who 
are in supreme control. The first of these special 
reasons is inherent in the choice of a permanent 
Governorship. Mr Norman himself entered on his long 
tenure when he was 48, and there would be very little 







March 29, 1941 


point in attempting to follow the precedent he has 
created if the new Governor could retain the office less 
than, say, ten years. If the Court were to nominate 
a sé€xagenarian, it would rightly be taken as a sign 
of failure to find a successor to Mr Norman. But there 
is another reason in favour of a young man that is 
even more decisive—though youth in this case is more 
a matter of attitude than of years. In monetary affairs 
more than in most matters there has been a revolution 
in thought and practice in the past ten years. But in 
monetary affairs more than in most matters, estab- 
lished habits of thought have in the past been not 
so much convictions that could be abandoned when 
circumstances alter, as articles of faith to be carried 
to the grave. For any banker or financier whose mind 
was set before 1981 it is almost impossible to change 
such beliefs as, for example, that exchange stability 
in a free market is the only natural state of the foreign 
exchanges, or that dear money has a higher ethical 
justification than cheap money. If our monetary 
policy is to have the elasticity it will need to seize 
every opportunity offered by a strange and turbulent 
world, it is essential that its supreme director should 
be a man whose mind had not been set before 1981, 
when the new monetary era began. 

This is not the place—nor has the time yet come— 
to indulge in the pleasures of a guessing game. When 
the leader of a political party—a future Prime Minister 
—has to be chosen, the character and accomplishments 
of the candidates are rightly made the subject of 
nation-wide discussion. In the nature of the case, that 
cannot happen with the Governorship of the Bank, 
since familiarity to the public is not one of the require- 
ments, But if the men cannot be canvassed, the quali- 
fications for the office can be, and it is right that, even 
in the distractions of a war, thought should be given 
to a selection which may well be as momentous for the 
welfare of the country as any but that for the Premier- 
ship itself. 


Jugoslavia Rebels 


N the early morning of March 27th the young King 
Peter of Jugoslavia took the Royal power into his 
own hands, placed M. Tsvetkovitch, the Prime 
Minister, and other Ministers under arrest, and called 
to the head of the Government General Simovitch, an 
Air Force officer known for his British sympathies. 
The news completely revolutionised a situation which, 
to all appearances, was passively conforming to the 
normal pattern of Balkan-Axis relations. Two days 
earlier, M. Tsvetkovitch and M. Cincar-Markovitch 
had signed the Tripartite Pact for Jugoslavia, appa- 
rently without reservations, and it is only when the 
nature of the Cabinet crisis which preceded their 
journey to Vienna and the general political situation 
which that crisis represented are fully understood that 
the courage and significance of the young King’s action 
can be properly appreciated. 

Until March 20th there seemed a_ reasonable 
prospect that Jugoslavia would stand firm. The 
Jugoslav army, a million strong, was fully mobilised, 
and the obvious candidate for Quisling-in-chief, Dr 
Stoyadinovitch, had been quietly handed over into 
British custody. On March 20th, at 9.80 in the evening, 
the Jugoslav Cabinet assembled to consider Germany’s 
latest terms, and, after a stormy meeting, it was 
announced that four Ministers had resigned, that four 
others, including the Prime Minister, M. Tsvetkovitch, 
had preferred not to commit themselves to a vote, 
while a majority, largely composed of Croat Deputies, 
had agred to accept the German terms. 

This degree of opposition was only natural. Neither 
the terms offered by Hitler nor the temper of the 
country warranted submission. Hitler’s conditions at 
first did, it is true, present a slightly modified version 
of the usual Axis formula, but “ secret’? terms in- 


cluded an undertaking from Jugoslavia to permit the 
transit of German ‘‘ war materials and _ hospital 
supplies ’’ without right of search, a guarantee to put 
an end to anti-Axis activity and to bring Jugoslavia’s 
economy into harmony with that of the Reich. In 
return, Germany undertook to take account of Jugo- 
slavia’s aspirations in the Agean. 

In making their stand, the dissenting Ministers had 
the clear support of the public opinion at least of 
Serbia. Feeling ran highest in the Army with its magni- 
ficent fighting record and the daily example of the 
Greeks to spur it on. Agitation in the country was 
strongest where soldiers were stationed, and the choice 
of General Simovitch to lead the new Government 
suggests that it was above all the weight of military 
opinion that finally won the day. But the civilians, too, 
were roused, The memory of 1914 and 1915 and the 
glorious resurrection of 1918 is not dead. The example 
of Greece is infectious. And behind Greece stands 
Britain and the United States and the great promise 
of ** Lease and Lend.” 

For a day or two the pressure of public opinion was 
strong enough to prevent any solution of the Cabinet 
crisis, and it was not until March 24th that Prince Paul 
could find any politicians ready to take the place of the 
departed Ministers, The distracted population spent 
the interval demonstrating, petitioning and praying— 
to no avail. The Cabinet crisis was overcome, and at 
ten o’clock the same evening the Jugoslav delegation 
left Belgrade to sign, not a modified version of the 
Tripartite Pact, but the Pact itself as signed by 
Germany, Italy and Japan in September, 1940. 

However, the Government’s surrender seemed less 
surprising when it was set, not in the context of Serb 
public opinion, but against the background of Jugo- 
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lavia’s problems as a whole. Economically the 
is aeseee entirely dependent upon Germany, which 
miehage rerabeeeivaerstgonae nia “stresiyparn 
trade, Such concerns as Jugo- Montan are i 
acquiring a monopoly of Jugoslavia’s valuable mineral 
reserves ; German marketing associations have made 
great headway among the peasant co-operatives, 
organising their sales to Germany in return for seed, 
fertilisers and agricultural machinery. The war has 
only increased the dependence by transforming Europe 
into a German preserve and closing the seaways. 

Strategically it could be argued that the question of 
Jugoslavia was settled when Germany completed the 
invasion of Bulgaria. Now Jugoslavia is surrounded by 
the Axis on every frontier save the common frontier 
with Greece. The Serb Army has a fine tradition, but 
its Air Force is small and obsolete, save for 200 Hurri- 
canes. So, too, is the Navy. Although the hilly 
country of Serbia may favour the defenders, the risk 
of annihilation is great. But the King’s gesture shows 
the Serbs remember that they have taken such a risk 
before. 

The fundamental weakness of Jugoslavia’s position 
was largely political, and it is as old as the Kingdom of 
Serbs, Croats and Slovenes. It was not until 1939 that 
anything like a satisfactory compromise was worked 
out between Serb nationalism and Croat separatism, 
and Croatia, condemned for twenty years to the réle 
of a dissident minority, and trained through the cen- 
turies of its connection with Hungary to play the part 
to perfection, proved an ideal ground for the familiar 
Nazi tactic of disintegration. It was not simply the 
fact that Crotia on the flat northern plain would bear 
the first impact of an invading army. It was that 
Germany had known how to play on every dissident 
opinion and every separatist gesture among the 
various Croat groups. The Croat Ministers were prob- 
ably thinking primarily of sparing their peasants from 
the consequences of war. Many Croat politicians may 
have been tempted by Nazi promises of expansion and 
power at the Serbs’ expense. The extremist wing of 
Frankovici are openly pan-German. It is significant 
that the voting on the German terms tended to follow 
national lines, with the Croats as the supporters of 
the German view. 

It is with these facts in mind that the dilemma facing 
Prince Paul and his Ministers must be assessed. In 
refusing Hitler’s terms, they thought they would be 
faced not only with a war against Germany but also 
with a civil war against a Croatia misled by Nazi 
propaganda into rejecting Serb leadership. On the 
other hand, they probably argued that by temporising 
and attempting a compromise they could preserve the 
integrity of Jugoslavia and retain some measure of 
independence. 

To understand the reasons which prompted the 
Ministers’ decision does not, however, imply any 
condoning of it. The men who went to Vienna 
voluntarily accepted conditions of humiliation and 


Farming for 


HE twentieth in the series of reports from the 
A Select Committee of the House of Commons on 
National Expenditure, first set up in 1989, was pub- 
lished last week as the sixth report of this session. 
It is a plea for effectiveness and forethought in the 
policy of the Ministry of Agriculture. In peacetime, 
as a farmer once put it, ‘‘ grass is the biggest and 
most important crop in British agriculture; ’’? more 
than three-quarters of farm lands, apart from ‘ rough 
gTazings,’’ are either wholly permanent grassland or 
rigidly divided into permanent grass and arable; and 
the traditional policy of British farming is to rear 
animals on grass and cheap foreign feeds. In wartime, 
the scene must alter ; and the task of wartime agricul- 


THE ECONOMIST 4or 


servitude. They. decided to break not only 
heroic example of Greece, but 
tradition. In 1916 all was lost except honour. 
Tsetkovitch tried to save everything—with the same 
exception. They would doubtless urge in palliation of 
their conduct that in this crisis of March, 1941, the 
odds were too heavily against them and that this was 
the only possible decision. But the crisis itself was a 
product of their own past follies and mistakes. The 
distracted Regent reaped in this last fortnight the 
bitter harvest of his long toleration of Dr Stoyadino- 
vitch and of the spineless policy of the Prime Minister 
now deposed. However grave were the difficulties they 
were to a great extent attributable to the policy— 
past and present—of the Regency. 

Thus, the young king and his new advisers have 
arrested the drift towards enslavement at what can 
only with optimism still be called the eleventh hour. 


- They have, in fact, taken office as the hour is actually 


striking. All the reasons which compelled the earlier 
government to submit have not been banished by 
King Peter’s courageous gesture, and much that is 
not immediately understandable in the policy of the 
new regime is undoubtedly due to the over- 
whelming dangers and difficulties with which they 
are faced. 

The retention of Dr Matchek, the Croat leader who 
voted for submission and of four other Croat leaders 
is undoubtedly explained by the paramount need to 
preserve the unity of the country. Similarly, the semi- 
official statement declaring that the coup d’état de- 
notes no change in foreign policy reflects the Govern- 
ment’s desire to avoid any extra provocation of Ger- 
many, over and above the enormous provocation of 
existing at all. King Peter is fighting to keep his 
country neutral, not to plunge it into war. 

The decision of peace or war will not be taken in 
Belgrade. Nothing can disguise the fact that, for the 
Nazis, the disappearance of the Regency is a major 
diplomatic defeat. It has occurred at the most em- 
barrassing moment conceivable, since Mr Matsuoka 
has arrived in Berlin to find not one more subservient 
nation hitched to the Nazi chariot, but a small 
country disavowing its Nazi overlords and rejecting 
their policy. Finally, it compels Hitler to choose 


between accepting King Peter’s version of neutrality © 


and plunging his Balkan back-garden into war. It 
will not be any consolation to the Nazis to remember 
that it was in part their anxiety to bring Jugoslavia 
into line before the arrival of Mr Matsuoka that led 
them into premature and hence disastrous action. 

The line that British policy must take is obvious. 
The Jugoslavs are not to be harried into making 
decisions and demonstrations of solidarity. At the 
same time, it must be made clear to them that any 
stand they make will be backed by all the military re- 
sources Great Britain can muster to their support. 
With the exception of this island, there is no theatre 
of war in which so much is at stake. 


the Nation 


tural policy is to father the necessary transformation. 

It is well to insist on the difference in aim between 
peacetime and wartime agricultural policy, since no 
task is more delicate than to strike a balance between 
present necessity and possible future harm. In peace- 
time, the object of a sound agricultural policy should 
be to maintain a healthy farming industry in this 
country without either substantially increasing the 
cost of the people’s food or harmfully disturbing the 
flow of foreign trade on which the wealth of the 
country so largely depends. It may be entirely sound 
in peacetime to use methods of cultivation that pro- 
duce less food per acre if to do so is more profitable 
for the farmer and less expensive to the consumer; 
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that, indeed, has been the whole trend of develop- 
ment of British agriculture these hundred years. But 
in wartime, the sole object is to produce the greatest 
volume of food for human beings of which the land 
of the country is capable. The cost of obtaining this 
output should be a minor consideration ; as the Select 
Committee points out, there are two needs for the 
expenditure of public funds: “first, the need to 
establish a spirit of confidence in order to get the 
maximum productive effort out of the farming 
industry; and, secondly, the need for expenditure to 
restore the fertility of the soil.” 

This emphasis on the restoration of fertility illus- 
trates one of the respects in which peacetime and 
wartime requirements march together. In many ways 
the standards of pre-war farming in this country were 
not high; and any increase in the efficiency of farming 
will be of benefit after the war as well as in the 
present emergency. The new minimum national wage 
for agricultural labourers of 48s. a week for men will 
permanently increase the technical efficiency of the 
industry even though it will inevitably make it harder 
for the British farmer to compete with imports. The 
farm-to-farm survey that has been made in every 
county, sorting out the farms well, moderately, or 
badly farmed, will also serve a double purpose, an 
instrument of emergency administration now and a 
guide to policy later. There are enough matters of 
common concern to war and peace to justify the 
Select Committee’s suggestion that the time is ripe 
for ‘‘a more comprehensive plan ’’ than hitherto, a 
*~ ** sort of charter ’’ for farming. 

In the main, however, the aims of peacetime and 
wartime policy diverge more than they coincide. The 
extent to which the total output of British agriculture 
can be expanded in the war years is often greatly 
exaggerated ; it is forgotten that for a large increase, 
time, labour and fertilisers are all needed in large 
quantities, and that all are scarce. What can be done 
is to increase the food content of the output of British 
agriculture. But that involves applying criteria very 
different from the peacetime test of profitability, and 
it is this that causes most of the difficulties, since 
farmers have to be induced or compelled to do what 
they know is not likely to be in their long-term 
interests. A substantial reduction in the livestock 
population is necessary in order that the land may be 
used to grow food direct for human consumption 
instead of feed crops for animals—potatoes instead of 
turnips, cabbage instead of kale, wheat instead of 
grass. The priority of milk requires that the dairy 
herds be kept up, but for the rest necessity may compel 
the retention of only those animals that can be fed 
from otherwise unproductive land (such as hill sheep) 
or from the by-products of human food. This shift 
from livestock to crops for human consumption is the 
biggest transformation that is necessary, but shifts are 
also necessary within arable farming ; those crops 
should be most encouraged which provide the best 
promise of rapidly increasing the total output of 
human food—notably vegetables and potatoes. It is to 
these latter that any land, any labour and any encou- 
ragement that are to spare should be devoted. 

These should, from the start, have been the Govern- 
ment’s objects, But agricultural policy since 1989 has 
not been systematic. Until March, May, and June 
of 1940 there was no grave disturbance of food sup- 
plies from abroad. The prices of feeding stuffs 
and the chief farm products and the marketing 
of livestock were controlled ; there was a drive 
to increase arable acreage by two million acres, 
by the rough-and-ready means of imposing a quota 
on each county; and subsidies were given for 
ploughing up, lime and slag and drainage. But there 
was no real plan for wartime farming. 

The outbreak of total war radically changed the 
position. European markets were closed, and the fall 
of France was succeeded by a new onslaught on 
British shipping. The rdle of home production in the 
country’s food supplies was multiplied, and some- 
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thing more like a plan followed. In November last 
year the prineiples of the Government’s policy were 
stated. It was promised that a programme of fixed 
prices and assured markets would be maintained for 
the war and for at least one year after. ‘* The 
guarantee now given (the Minister said) is meant 
to secure that stability shall be maintained, not only 
during hostilities, but during a length of time there- 
after sufficient to put into action a permanent post- 
war policy for home agriculture.”” A rough order 
of priorities has been laid down since last summer to 
define the kind of production that is wanted : food for 
humans and dual purpose foods that can be switched 
between humans and animals; in accordance with the 
recommendations of the Government’s scientific com- 
mittee on food policy, milk and potatoes are given a 
special place for nutritional reasons ; and prices and 
markets are assured for potatoes, carrots and onions. 

The Ministry’s method is a mingling of inducements 
and control. The attempt is made to determine the 
nature and direction of farming efforts by subsidies 
and by price and market guarantees. The liming of 
land, its drainage, and its ploughing-up are fostered 
by financial baits, rather than directly ordered; and 
farmers are encouraged to grow what is required by 
the assurance of sales at specified prices. Measures to 
increase the fertility of the soil should be lasting 
enhancements of the national capital, and (as the 
Select Committee suggests) are best paid for by State 
grants, rather than by “‘ encouraging farmers to bear 
the cost by creating the expectation of artificially high 
margins of profit for a long period.’’ Measures to in- 
crease the output of particular crops, on the other 
hand, are best paid for by price inducements. Control 
is in the background. The war agricultural committees 
set up in each county, on whom falls almost the 
entire direct burden of reshaping wartime farming, 
not only administer subsidies and grants, they also 
have power to direct cropping and even to take over 
badly farmed land, as well as to operate and hire 
out tractors and machinery for farmers’ use—though 
the view of the Select Committee is that they have 
** tended to err on the side of leniency.”’ 

What degree of success can these measures be 
said to have had ? What quarrels there may be are 
with their administration and the balance between 
them. Ploughing-up is now done with a wiser atten- 
tion than it was to the actual parcel to be ploughed, 
because there is the farm survey to serve as guide. 
But it is still not realised, eile with sufficient 
conviction that an increase of one-tenth in the yie!d 
of existing arable land would produce more than a 
million more acres: that is, that efficiency is even 
more important than expansion—especially when to 
make poor land newly productive may involve a 
very large expenditure on fertilisers and labour, both 
of which are in short supply. The county committecs 
have a notable opportunity. 

Indeed, it is tighter control that is most wanted. 
It is of little use, for instance, to determine what is 
to be grown if there is insufficient control over what it 
is used for when it is grown. Cereals are the chief 
example of this. A recent Order forbade the feeding 
of home-grown wheat to livestock ; and, if the pre- 
cedence of dairy herds over other livestock is to be 
maintained, the oats and barley required must be 
taken from the arable districts to the dairying districts 
and must not be fed to beef cattle where they are 
grown. There is some danger in current talk, funda- 
mentally very sensible, about “ self-sufficient farms.”’ 
It is true that winter feed for livestock must come 
from home-grown corn, pulse and roots. It is true, 
too, that it should be possible to maintain a high 
proportion of existing beef cattle and sheep, perhaps 
three-quarters, even in face of a virtual cessation of 
feed imports. But dairy herds must still have first 
lien on home feed ; and if cattle or pigs are kept in 
excess of the number that can be maintained without 
encroaching on dairying needs, they can only be kept 
alive, producing little meat, on the wheat and oats 





a eta hire CRT EIA ia AED z a a 


ee Te se | etic at 


oe utp sited Bo 


SGA imag 5 ie SA tn pile 6 ib Z 







r 


Ce a oe a ee 


Sati vn cla 


ae en ee 


IST a cae. . 
aN Shs SAE oe aig tos a 


March 29, 1941 


wanted for humans and the grass and cereals needed 
for dairy cows. ae 

Finally, in the administration of present measures, 
there is the problem of labour. The main obstacles, 
apart from technical considerations of rotation and 
fertility, to the steady expansion of arable farming for 
war food are labour and fertilisers. The supply of these 
sets definite limits. The Select Committee suggests that 
farmers should forecast and apply for supplementary 
labour from the Women’s Land Army. Actually, the 
demand for women has fallen below expectations, for 
agriculture has not been so depleted of men as it 
might have been during protracted land fighting. But 
the point has probably been reached where it would 
be inadvisable to call up many more agricultural 
labourers. It is not simply a question of skill. It is 
just that few women can have the brawn or experience 
of the all-round farm worker. 

A good deal can be done, then, to increase the effec- 
tiveness of the present programme, and to make its 
means better fit its end. Over and above this is the 
need for ** forethought ”? or planning. One trouble in 
the making of a plan is that there are two Ministries 
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( 
inister’s political future depends) 
is unfortunately as strong in war as in peace. 
Any plan for farming will need a single leader- 
ship. Its outlines are plain—to feed the people by 
means of the most flexible and efficient system 
of farming that can be devised in face of war- 
time exigencies and wartime shortages. Its methods 
too, are established : to advance the wherewithal to 
** put the land right ’’; and to reward “ right”? farm- 
ing by guaranteeing prices and markets. The aim is 
efficiency ; and the overriding condition, both now and 
after the war, must also be efficiency. Wartime needs 
and post-war problems meet in the obligation which 
the community must lay upon farmers to earn the 
right to stable incomes by the quality of their farming. 


Portrait of a People 


O-OPERATION between Britain and the United 

States in the war against Hitler is part of the 
history that has brought it about ; it is the “‘ Missis- 
sippi flow’? that brooks no check. ** You and we 
(said Lord Halifax to the New York Pilgrims on 
Tuesday) have felt from the outset that the instinc- 
tive reaction of our two peoples to the challenge 
offered by the new philosophy of totalitarian dictator- 
ship must be identical.’? Anglo-American understand- 
ing, on the other hand, is less substantial ; it lacks 
pins to reality. In principle, it is soundly seen: in 
‘freedom as the quality of life that we desire (as 
Lord Halifax put it) and democracy as the system 
of government which is at once its best expression 
and surest guarantee’? ; in “equal opportunity, 
justice and the rule of law ’’ and ‘‘ real security in 
the daily life of the humblest citizens.’’ It is in the 
translation of these qualities into practice, in con- 
ditions which are poles apart, that mutual under- 
standing falters ; and it is the shining virtue of Pro- 
fessor Brogan’s remarkable snapshot of the United 
States* (in fewer pages than the United States have 
years of independent history) that it furnishes a 
much-needed crib. 

The Englishman’s view of the States is seldom 
clear or steady. Either he looks for the community 
of habits and ideas which ought to spring from a 
common language and a common Common Law, and 
is disappointed ; or he makes a cartoon of his 
picture of the Americans by grouping it round 
features which are neither deep enough nor wide 
enough to be national qualities—their *‘ craze” for 
size in structures, the cheap, sleek motor cars that 
‘don’t last,”? their diet and their dyspepsia, the 
undiscipline of their sailors, their co-education, their 
“Chicagoan ’’ vice, their Tammanies, their rackets, 
their ‘ juvenility,”? and their treatment of women. 
About their history, their geography and institutions, 
he knows less than he does about the Pragmatic Sanc- 
tion and the Risorgimento. Indeed, if it is true that 
Americans know a great deal about England and 
understand nothing about the English, it is equally 
true that Englishmen neither know nor understand 
the Americans. ° 

As a matter of fact, it is doubtful whether the 
Americans understand themselves, or even whether 
they exist. Professor Brogan makes it clear that they 
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are not what they were. In the census of 1930, for 
the first time since the white man landed in North 
America, the area of forest increased ; the ‘* moving 
frontier ’’ of the pioneer vanguard has settled. ‘‘ The 
exuberant growth of population and the home market 
is over.’? A century ago, America was “‘ young, 
prolific, British and overwhelmingly Protestant ”’ ; 
it was a republic of farmers which doubled in 
numbers every generation. Now, it is ‘* middle-aged, 
stable, less than half British, with great Catholic, 
Jewish and Greek Orthodox minorities ’’ ; farmers 
are only a quarter of the population. But Americans 
still look backwards and ‘** Americanism ”’ is still the 
Protestant ‘‘ ethos ’’ of a vanished rural community. 
The United States is still ‘* God’s Country ”’ ; and 
the control of immigration after 1914-18, inspired by 
fear of un-American ‘* hyphenisation’’ and _ the 
descent of Europe’s derelicts, was based on a dubious 
roster of the “‘ races of 1790’ and a bogus scientific 
belief that the British, Irish, Germans and Scandi- 
navians of the old migration, as distinct from the 
new migration of Italians, Jews, Poles and Greeks, 
are members of a “‘ Germanic race”? which is rural 
or Protestant, or both. It is the same outworn frame 
of mind which girds equally at the theory of evolu- 
tion and modern fashions, which fastened Prohibition 
on an unwilling population and gives Elmer Gantry 
influence over Babbitt himself. It is the attitude of 
a woman who refuses to admit the passage of the 
years, and it is not exclusive to the United States. 

America is, indeed, “‘ Protestant,’’ with 83} million 
members of Protestant Churches over 18 years of age 
against 22 million infants and adults in the Roman 
Catholic Church. But it is searcely a matter of 
religion in the deepest sense. ** Secular idealism,’’ 
Professor Brogan calls it ; “‘ the religion of all sen- 
sible men,”’ ** the way of Martha, not the way of 
Mary,”’ ** good but not religious.’’ Preaching rather 
than doctrine—for *‘ no man who had been born in 
Boston felt he needed to be born again ’’—the Bible 
and good works link the American majority as it did, 
and does, the farmers and backwoodsmen. But the 
Protestant Churches are split a hundred ways, and 
the Catholics, centralised, urbanised, ‘‘ self-conscious, 
poor and apprehensive minority ” though they may 
be, are the strongest single denomination and by 
far the most powerful focus of doctrine. 

America, then, is Protestant and not. The “ tacit 
rural premise that unemployment and poverty are 
the fruit of personal ill-doing” is still accepted ; 
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but the New Deal, trade unions, unemployment 
insurance and social security have “‘ come to stay.”’ 
So, too, America is “ Anglo-Saxon ” and not. 
Apart from the French of Louisiana and South Caro- 
lina and the Germans of Texas and the Valley of 
Virginia, and, of course, the negroes (whose origin 
nevertheless is British), the South may be “ Anglo- 
Saxon.” But the Union is a melting-pot, with the 
“* race-line ”’ drawn differently in every part, against 
Irish and Catholics in New England and for them 
in Maryland, for the Scandinavians of Minnesota 
and North Dakota on the wheat plajns and against 
them in the towns ; and there are the negroes and 
the Jews, the “whipping boys” of ‘* embittered 
poor men and women ”’ in depressed cotton districts 
and city slums, of adventurers and clerical dema- 
gogues. In Illinois, with 330,000 negroes, there are 
twice as many negro lawyers, judges and justices as 
in seven more southerly States with 6 million 
negroes ; and even in the North, in New York’s 
Harlem, the negroes are charged high rents, paid low 
wages, arid given few schools. In the South negroes 
are barred from citizenship and receive no even 
justice. 

It is not a question of America but of the parts 
of America, not of the 48 States but of the half- 
dozen or so sections into which geography, economic 
activities, history, and race have divided its 3 million 
square miles. The South is the land of cotton. It 
was on the losing side in the Civil War. It has 
**the highest proportion of negroes, of members of 
evangelical churches, of illiterates, of murders, of 
drinkers of coca-cola, and of tenant farmers.’’ The 
Middle West is bound by the “ corn-hog cycle,’’ the 
mountain States of Colorado, Idaho, Montana, 
Arizona, New Mexico and Nevada by silver, New 
England by its “‘ barren soil, water-power and hard 
winters ’’ and its ‘*common educational, religious 
and political experiences.’’ The political parties them- 
selves are sectional ; one party tends to dominate 
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Russia and the War 


Mr Matsuoka’s colloguy with Stalin and the 
Russian guarantee to Turkey both raise the general 
issue of Russia’s attitude towards the war. Theoretically 
~—inasmuch as theory still counts for anything in 
Moscow—the war is a stroke of fortune. The Russians 
argue that the great capitalist Powers are exhausting 
themselves in the race to devote more and more of their 
resources to destruction, the peoples of the world, under 
the unbearable discipline of the bomber and _ the 
armament factory, are moving surely towards that 
frenzy for peace which created the Russian Revolution, 
and Russia, alone steering clear of the struggle, will 
have arms enough and purpose enough at the end of 
Armageddon to impose terms upon the prostrate world. 
This utopian prospect hinges however on one or two 
conditions, that no Power or group of Powers shall 
emerge unshattered from the conflict, and, more 
urgently, that Russia shall succeed in staying out. This 
is undoubtedly the question uppermost in Russian 
diplomacy. For the time being, there is nothing to be 
feared from the Far East. Mr Matsuoka, passing 
through Moscow on his way to Berlin, has nothing to 
offer and much to gain. If, as Japan’s military activity 
in South China suggests, the Japanese imperial way 
is now to lead South, Mr Matsuoka must be ready for 
large concessions to secure a Russian undertaking not 
to take advantage of Japan’s preoccupation elsewhere, 
while the Russians will be in a position to give and then 
keep or break the guarantee as they see fit. In the West, 
Russia’s situation is not so happy. Soviet influence has 
been driven out of the Balkans and now the Dardanelles 
are threatened. The Russians are far too vulnerable to 
German attack to risk intervention themselves but they 
would naturally welcome an attempt on the part of 
Turkey and Turkey’s ally, Britain, to defend the Straits 
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all classes in each area—Democrats in cotton-grow- 
ing Georgia and Republicans in textile New England ; 
Democrats in the solid South and Republicans in 
the North and Middle West ; Irish Democrats and 
Italian, French and negro Republicans. The party 
lines of tariffs and State’s rights have gone ; “‘ the 
Republican party is the party to which Republicans 
belong and the Democratic party the party to which 
Democrats belong.”’ 

Yet America is a democratic republic—and a 
nation. It may be cloaked in fictions: a farmers’ 
republic when it is not ; a Protestant people when 
it is*not church-going ; a super-educated people 
when, except statistically, it is not ; a federation of 
States with the power of government held in by 
** checks and balances ’’ when it is really a congerie 
of regions with central power spreading swiftly ; a 
** Germanic race ’? when it is a mirror of all Europe 
and parts of the other continents ; a community of 
sturdy individualists when it moves and thinks and 
eats and dresses in masses ; a land of liberty when 
the negro problem is no nearer to solution than it 
was two generations ago. But there is a free and 
united America behind the cloak. ‘* American society, 
in those parts of America that are not already 
mummified, is not fixed enough to present real barriers 
for long, and all immigrant groups, with two excep- 
tions, find themselves accepted for all practical pur- 
poses as soon as they are really Americanised ”*; 
Mr Willkie, of pure German origin, was ‘* more 
vigorous in his denunciations of Herr Hitler than 
were his Anglo-Saxon. and Dutch rivals.”’ 

Professor Brogan’s brilliant study may well be 
the beginning of a movement on both sides of the 
Atlantic to show the two countries as they really 
are, so that after the war, when it is realised again 
that they are foreign to each other, there may be no 
breakaway, but understanding. This book is not 
only the portrait of a people. It is the portrait of a 
nation—and a partner in the next generations. 
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for them. Germany has been attempting to counter this 
hope by spreading reports of Russia’s readiness to 
attack Turkey in the rear in the event of a German drive 
towards the Straits. The guarantee which binds Russia 
not to embarrass Turkey if she become involved in a 
defensive war is an interesting commentary on Russia’s 
desire not to exasperate Germany yet to stiffen Turkey 
to defend the Straits. 


* * * 


Defence Debates in America 


The pace with which American re-armament and 
aid to Britain is going forward has been fully main- 
tained ever since the President first hatched the Lease 
and Lend Bill. The Bill appropriating $7,000 millions 
was passed by the Senate even more quickly than by the 
House, and by an ever larger majority. Hardly a day 
passes without some new item of aid that is being sent 
or promised to Great Britain or some new declaration of 
sympathy and support. American diplomacy in Belgrade 
has been in open alliance with British. Visits of American 
naval squadrons to Sydney and Wellington were declara- 
tions of solidarity in the Pacific. Only on the subject of 
that naturally gives rise to lively regrets, there can be no 
food for Vichy France is there the slightest apparent 
divergence between the two Governments, and though 
hard feelings. At the present stage, re-armament is still 
largely in the planning stage.It is providing plenty of 
work in Washington and in some of the specialist sectors 
of industry ; but it affects the public most, at this stage, 
as a new and absorbing peg on which all the current 
controversies of American public life can be re-hung. It 
is interesting to observe them re-appearing in their new 
guise one by one. There is, for example, the chronic 
three-cornered struggle between the AFL, the CIO and 
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the employers. On the whole, the advent of re- 
armament strengthens the hands of the employers, 
since interruption of the flow of production is a 
more serious offence now than formerly; but it also 
has its benefits for the workers if they harden their 
hearts and defy public opinion. The so-called 
“epidemic ’’ of strikes is as yet a very tiny affair, but 
the odds are that it will grow, in spite of the President’s 
new mediation board. Another old dispute that is 
appearing in a new form is the allegation that Big Busi- 
ness is bent on restriction. For the moment it is the steel 
industry that is most in question. Its critics allege that 
new capacity will have to be provided if the arms pro- 
gramme is to be carried through. The industry replies 
that with a a of some 85 million tons a year there 
is enough steel to make all the arms and supply quite a 
lot of the civil demand as well. The real question here is 
more fundamental than any matter of steel: it is 
whether there is to be any restriction of butter while the 
guns are made. 
* * * 
The War in Africa 

The advance into Abyssinia goes forward satisfac- 
torily. Negelli has fallen in the south, the columns ad- 
vancing from Mogadishu have taken the Marda Pass on 
the way to Harar and have had men to spare to recap- 
ture Hargeisa in British Somaliland and join up with 
British forces advancing from Berbera. This move 
restores the whole of British Somaliland to British con- 
trol. Further north in Eritrea the battle for Keren is 
entering its third week, The Italians are fighting stub- 
bornly in the strongest possible strategic position and 
the fight for the heights is likely to be dogged and costly. 
On the other hand the strength of the resistance sug- 
gests that the Italians are staking everything on the 
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defence of Keren and that their collapse will be corre- 
spondingly complete once the ramparts have been 
stormed. There is still little to report from the 
Libyan front, but there is evidence to suggest that a 
new situation is developing there. Marshal Graziani has 
resigned, and although the name of his nominal suc- 
cessor, General Italo Garibeldi, is ostentatiously Italian, 
it is all too likely that the Germans have taken over 
the direction of the North African campaign. German 
reinforcements have arrived in Tripoli, and an armoured 
ivision is reported among them. German rumours of 
the recapture of El Agheila have now been officially con- 
firmed, and although this advance post was lightly held 
by the British, the recapture suggests the Libyan 
war may flare up again—a factor which must be con- 
sidered in General Wavell’s plans for the distribution 
of his forces. 
* * * 


Sheep and Goats 


Man-power policy is still a variegated scene. So far, 
compulsion has been kept for the armed forces, but now 
at too few volunteers have come forward to fill the 
aps in whole-time civil defence, which some recent raids 
ave made very evident, compulsion is to be extended. 
The new National Service Bill will replace the choice, 
which conscripts have hitherto had, to opt for civil 
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defence by the power to compel men called up to go 
into the police war reserve, auxili 

first-aid parties. It has not been possible to fill the gaps 
either by voluntary means, despite Py of £8 10s. a 
week, with a subsistence alepoua 24s. 6d. if away 
from home, or from men of non-military age. Of the 
groups called up from now on—the 87s are to register 
on April 12th—only a small number will in fact be 
diverted from the armed forces, and they may volun- 
teer in advance. Conscientious objectors, too, will be 
called upon, which should resolve an anomaly, since 
objectors exempted from military service on condition 
of going into civil defence have hitherto found it im- 
possible to do so, since local authorities have refused 
to have them. In fire-watching, businesses compelled to 
take precautions have secu their watchers—though 
sometimes by paying salaries sufficient to bribe them 
from civil defence; but in the protection of houses and 
residences, the shadow of compulsion through registra- 
tion has been so firmly set aside that the position remains 
vague and inequitable—and inefficient. Meanwhile, 
registration and volunteering remain the procedure for 
industrial mobilisation; and women in the age groups 
to register have been advised not to go into war work 
from their present jobs—which may be “‘ useful ’’—auntil 
they are individually advised to do so. It is pointed out 
that very many of them will be advised to stay where 
they are. It is equally hard to assess the tempo of volun- 
teering and the urgency and scale of the Government’s 
industrial need for men and women. That the war effort 
needs millions more, however, is certain; and the experi- 
ence of volunteering for whole-time civil defence, where 
the jobs were simply not attractive enough in pay and 
conditions to win recruits, should make the Government 
both disinclined to damp down enthusiasm and disposed 
to have plans for more compulsory means ready to hand. 


* * * 
Woman-Power Debate 


The first full-dress debate on woman-power in the 
House of Commons was chiefly remarkable for the 
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unanimity of opinion voiced by the interested parties. 
The speeches of the women members, taken as a whole, 
piel tobe issues. The first was a forceful plea for “‘ fair 
play’ in the registration of women for war work ; the 
second was an attempt to give practical guidance on the 
social problems raised by more general military and 
industrial employment of women. On the question of 
‘fair play,” it was urged that the admission of women 
citizens to equal responsibilities and duties, according 
to their ability, should carry in actual practice a 
guarantee of equal conditions and opportunities. The 
announcement by the Minister of Labour of differential 
rates of pay during training and of widely differing rates 
of compensation for mjury, to which the Minister of 
Pensions was able to announce no amendment in the case 
of women gainfully employed, only confirmed an anxiety 
that in the matter of compulsory registration women are 
unlikely to be allowed to enjoy the smooth along with 
the rough. Of the practical problems involved, that of 
securing suitable interviewers for women recruits is 
among the most important. Mr. Bevin’s scheme is a 
halfway house between individual approach and use of 
mass methods and there appears to be a real danger 
that it will contain the benefits of neither. The social 
problems raised by mobilising women centre in the 
difficulty of combining the best use of women’s work 
with suitable conditions for child-birth and a sound child 
welfare policy. The women Members were agreed in 
rejecting Mr. Bevin’s suggested scheme for the provision 
of child ‘‘ minders,’’ urging that women engaged in 
looking after their own children should not be called 
up, but that where they are already engaged in gainful 
employment vigorous action should be taken for the 
provision of day-nurseries. There was little opposition 
to the principle of registration itself. While women 
Members were able to speak in this debate with special 
knowledge, as Members they represent constituencies of 
both sexes; and it should not be forgotten that the male 
Members, who mainly held their peace, also represent 
both men and women. 


* * * 


Powers Against Profiteers 


The control of particular prices, as distinct from 
control of the general price level and of certain 
** strategic ’’ prices like the price of transport, fuel and 
labour, will not prevent inflation—especially when its 
intention is, not to peg prices at a given level, but to 
prevent margins from rising, or, in other words, to 
prevent prices from rising more than higher costs or 
lower turnover can justify. But it can prevent profiteer- 
ing and injustice. It has been evident for some time, 
and not least to the Central Price Regulation Committee 
themselves, that the power to control prices under the 
Prices of Goods Act does not go far enough. The working 
of the Limitation of Supplies Orders has bred a variety 
of commission transactions between registered firms and 
other traders, by which actual increases in price have 
been concealed. Middlemen and speculators have inter- 
vened in short markets to make open or hidden gains ; 
and, in the field of effective price control itself, the 
need has increasingly been-realised of pegging all the 
interrelated range of wholesale and retail prices, right 


back from the shop to the manufacturer. A new Bill to 


be introduced by the President of the Board of Trade 
will be designed to check all profiteers, commission 
agents, middlemen and speculators alike, as well as 
to make official control over margins, wholesale, 
retail and manufacturing, comprehensive enough to 
be effective. Nothing is yet known of the machinery of 
administration and—still more important—of enforce- 
ment; and it is worth noting that there is nothing 
sacrosanct about margins, and that the preservation of 
the margins of, say, August, 1939, as maxima, may 
ae do the work of monopolists or restrictionists for 
them. 


* * * 


The Distribution of Coal 


In its eighth report of the present session the 
Select Committee on National Expenditure has made 
public its recommendations for an improvement in the 
distribution of coal. After making due allowance for all 
the difficulties caused by the war, the Committee does 
not hesitate to attribute local shortages to faulty 
organisation. Transport can and must do a better job ; 
the delay in releasing wagons can no longer be tolerated 
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and, if necessary, the movement of coal must take pre- 
cedence over that of passengers and of less important 
commodities. The Government’s programme for creat- 
ing dumps near centres of consumption before the last 
winter was only half fulfilled ; this must not be allowed 
to happen this summer if serious shortages, detrimental 
to the war effort, are to be avoided next winter. The 
** geographical balance’ in the output of coal must be 
improved. And as some pits are short of labour while 
others cannot give full employment, the mining popu- 
lation must be redistributed, if necessary by compulsion, 
Again, there is scope for much closer co-operation 
between coal merchants for the purpose of oo 
stocks of household coal, labour and transport. No one 
would wish to deny that the various methods of im- 
provement suggested by the Select Committee are all 
very difficult to carry cut. But the criticism that can 
fairly be made of the handling of the coal problem in 
the past twelve months is that insufficient effort and 
imagination have been put into the task of surmounting 
difficulties, 
* 


The Need for Better Transport 


In examining the causes of local coal shortages the 
Select Committee has been impressed by the vital réle 
played by transport in war. As the report points out, 
delays in transport slow down the war effort in the 
factory, and a further report is promised “‘ upon the 
broader and more general aspects of transport as a 
whole, including roads and canals.’’ Meanwhile, there 
have been reports in the Press of a proposal to secure 
better rail transport by interposing a new holding 
company between the existing companies and their 
stockholders. This proposal, if it exists, has probably 
emerged from the efforts to find some satisfactory alter- 
native to the present financial agreement between the 
companies and the Government. The alternative to 
constant increases in charges is, of course, a subsidy 
from public funds, and the Ministry of Transport may 
think that some form of centralised control is a neces- 
sary preliminary to the use of public funds. But even 
if such a scheme contributed to a solution of the purely 
financial problem, it would have to go a long way further 
before it contributed anything to the physical problem 
of transport. A mere reshuffling of accounts or the 
creation of new jobs with new titles will not solve the 
transport problem, Its solution cannot be found by a 
juggling with figures. Great Britain’s transport system 
as such is excellent: it is both capacious and flexible. 
If the best use has hitherto not been made of the 
existing facilities it is largely because the element of 
competition between them, which may be appropriate 
to the peacetime conditions of transport, when the 
supply exceeds the demand, has been allowed to be 
projected into the scarcity conditions of war. The first 
and most important condition of the full utilisation of 
the means of transport is to regard them as so much 
interchangeable carrying capacity and not as railways, 
road haulage, coastal shipping and canals, each with 
its special *‘ preserve.’’ The second step—and this can- 
not be taken without the first—must be the rationing of 
transport by the complete enforcement of a system of 
allocation and priorities analogous to that employed 
in distribution of steel and other scarce commodities. 


* * * 


Genuine Savings 


Few speeches in any war weapons week have been 
so apt as one made by Lord Stamp a week ago. He did 
not exhort the people of Egham to save. He urged their 
duty not to consume. His starting point was the Lease 
and Lend Act, which, he said, was no “soft option ”’ 
making it possible to get all munitions of war ‘“‘ on 
tick ’’ while the scanty supply of dollars is used for other 
purchases. Qn the contrary, the counterpart to 
American generosity is the British obligation to buy 
nothing with dollars which can be done without and to 
pay outright for as many munitions as possible. Lord 
Stamp’s plea, which was based also on the shortage of 
shipping space, was Empire-wide. In the Dominions and 
Colonies they require neither dollars nor ships for their 
food and need no food rations, but there is room for 
** self-denial ’’ in other imports. This is the crux of war- 
time savings—not what sums of money are deposited, 
in misleading totals, in particular depositories, but what 
real subtractions are made from consumption. 
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Vichy Works for Germany 


Two foodships, carrying 13,500 tons of flour, are to 
pass through the British blockade as a free gift from the 
American people to the French in unoccupied France. 
Distribution will be supervised by the American Red 
Cross. The British Government has made it clear that its 
permission has been ranted for these two ships only 
and that there is no idea of establishing a precedent. On 
the contrary, the whole question of Admiral Darlan’s 
threat to convoy foodships is still under consideration. 
In the meantime, evidence of the extent of Franco- 
German collaboration continues to accumulate. It has 
now been disclosed that Germany’s “ generous” gift 
of 200,000 tons of wheat was part of a barter deal 
between occupied and unoccupied France, under which 
wheat, sugar, bran and potatoes are to be exchanged for 
livestock, oil, salt, vegetables, cheese and wine. Then 
there is the question of war work under the Monthoire 
policy. Admiral Darlan saw representatives of German 
industry on his recent visit to Paris, and the extent to 
which French industry in unoccupied France is working 
for the German war machine is obviously relevant to 
the question of further mitigations of the blockade. 
Neutral sources have already reported repeated occasions 
on which organised labour has refused to co-operate in 
the Monthoire policy to the extent of making munitions, 
and it is known that aeroplane parts are among the 
articles manufactured. Even Vichy admits that life- 
boats, lighters and barges are being made, but refuses 
to admit their military relevance—which in the case of 
barges at least will cause a wry smile in Britain. More- 
over, Vichy admits that rolling stock is under construc- 
tion. Now two-thirds of France’s railway equipment 
was annexed in occupied France and much of it has gone 
to Germany. There is no guarantee that replacements 
will not go the same way. Germany’s traffic problem 
is acute, and an extra truck can be more valuable than 
an extra gun. It is impossible in total war to distin- 
guish absolutely between goods which are and those 
which are not useful to the war effort. Vichy France, in 
short, is part of the war effort designed to defeat 
Britain, It is fantastic that Britain should be required 
to accept the principle of assisting to feed its workers. 


* * * 


Hopes for a ‘‘ Newer Order ” 


_News has recently been released of the extent to 
which the Polish and Czech Governments in this country 
have advanced along the road of co-operation, and, 
in the midst of the unrelieved picture of slavery and 
exploitation presented by Germany’s “‘ new order,”’ it 
is comforting to record any factor pointing towards 
the shape of better things to come. The states of modern 
Europe, internally and internationally, had proved that 
in the anarchy of class interests and _ nationalist 
rivalries, they could not achieve stability and peace. 
Nazism is the nemesis, with its imposition of the internal 
unity of the Gestapo and the external unity of the 
Herrenvolk, This tyranny is like the strait-waistcoat into 
which the self destructive or homicidal maniac is thrust. 
It is hateful in itself and it is no cure; but so long 
as the patient continues in delirium, removing the strait- 
waistcoat will have little effect. The real question is 
whether the patient can throw off his mania; and in the 
agreement between the Poles and the Czechs that their 
post-war relations shall be based upon confederation and 
the fullest economic co-operation, there are the first signs 
that, after all, the disease of Europe is not incurable. 
Joint commissions are already exploring the possibilities 
of collaboration, and both the Poles and the Czechs have 
expressed their desire to see their confederation serve 
as the growing point of a more ambitious organism. 


* * * 


New Model Aircraft 


Lord Beaverbrook’s broadcast on Sunday rose 
above all reports of “ trouble’’ in his Ministry. To the 
Secretary of State for Air he paid the highest tributes, 
and for the rest he took the solid and assuring achieve- 
ments of the researchers—who work for him and not for 
Sir Archibald Sinclair—as his theme. It was not perhaps 
a surprise to learn that production in February was a 
new monthly record or that the total of bombers and 
fighters now “‘ ready for immediate operations”? had 
never been equalled in British aviation. It is the first 
duty of the Ministry of Aircraft Production, while the 
nation’s resources are still far from fully employed in 
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es and engines. But six new types of aircraft are in 
pitfire, Whitley ond Well nd cally Garden 
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say in crucial struggles last year, and it te ms that the 
next tests against the Luftwaffe will be decided by 
technical comparisons even more than by numbers. 
After a year and a half of war, new types in every com- 
mand are needed if the lead that was a salvation is to 
be held and lengthened ; and if the new machines oe 
their forbears in two ways—in fitness for their 
appointed tasks in the Cabinet’s plan of hardenin 
defence and spreading attack as well as in individua 
ee strategists will have done justice to the 
remarkable researchers and designers whom the 
Minister so properly praised. 


* * * 


Applying Sanctions 


In the recruitment of women for war factories, so 
long as direct conscription is not adopted, the important 
point is to weight the scales of ‘‘ free choice’ in favour 
of the war factories. Employed women are being advised 
not to volunteer. Unemployed women, however, are 
being pressed to enlist ; and an important case under 
the Unemployment Insurance Act has just been decided. 
A hatheniels machinist had moved to be near her hus- 
band in the Forces, and was out of work. She drew 
unemployment benefit until she refused to apply for 
a munitions job 200 miles away, when the local officer 
discontinued payment. The court of referees then 
reversed this decision, judging that the work proposed 
was “‘unsuitable’”’ and that the wages offered were 
‘* inadequate.” Finally, the umpire upheld the original 
local decision: the work was not unsuitable ; the differ- 
ence in wages between war work and machining button- 
holes was irrelevant ; and the wife’s plea that she wished 
to be near her husband was beside the point. In principle, 
it is hard to question the general doctrine behind this 
ruling, which solely concerned the title to benefit— 
though it is surely very remarkable that no equally im- 

ortant work could be found for the woman nearer to 

orpeth than 200 miles. She was, of course, fully en- 
titled to be with her husband and to choose her war 
work ; but she could not have her cake and eat it, draw 
benefit and refuse employment. The significance of the 
case, however, is wider than this. For one thing, it 
illustrates one of the greatest obstacles to voluntary 
recruitment, namely, that war work, especially for 
women, is less well paid than much civilian work, and 
is therefore not ‘“ attractive’; under unemployment 
insurance, with its war-time relaxations, the ‘‘ suita- 
bility ”’ of the work offered and the “ inadequacy ”’ of 
the pay may be irrelevant, provided it is war work 
and ‘‘ the rate for the job ”’ is offered ; but in the process 
of mobilisation by voluntary means, these points are 
crucial. For another, it exemplifies the imperative 
necessity of disrupting family ties as little as possible 
—as well as providing yet another example of the 
pressing need for vacancy officers of skill, understand- 
ing and discernment at the exchanges. 


* * * 


Keeping up Contacts 


No problem of post-war reconstruction is more impor- 
tant than export trade. Lord Forres, a member of the 
Willingdon Mission to South America, chairman of the 
National General Export Merchants’ Group and a 
member of the Industrial and Export Council of the 
Board of Trade, has drawn attention to some obvious 
dangers. He spoke of Brazil, whose current problem, in 
common with other South American countries, is the 
loss of European markets. There is a risk, particularly if 
the war drags on, that the resources of countries like 
Brazil may developed to such an extent that they 
approach self-sufficiency. Brazil has potentialities as a 
great industrial country. The production of steel there is 
now 140,000 tons per annum and of iron 160,000 tons, 
charcoal being the fuel used, while an American steel 
company is assisting in the construction of new steel 
works with a capacity of 500,000 tons a year. Again, 
Brazil is able to make motor-car tyres from domestic raw 
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materials, to satisfy 85 per cent. of home consumption, 
and has found a market for them in South Africa. 
Brazil’s other raw materials include nickel, ese, 
titaneum, rubber, cotton, bauxite and vegetable oils ; 
and lack of capital is the only reason for their being as 
yet undeveloped. Lord Forres s that the process 
of development might take about twenty-five years— 
sufficient time, if plans are made ready now, to allow 
Britain a due share in it. Experience in engineering, in 
producing capital goods, industrial plant, railways and 
shipping: none of these British assets should be lost in 
wartime ; it is rather in the sphere of the production of 
consumption that belligerent countries suffer. The 
Willingdon Mission has ener made these points to 
the South Americans: that the British market will be 
open after the war ; that British goods and capital will 
be available ; and that it is only because Britain is the 
vanguard of the fight for liberty that South Americans 
have had to suffer loss of markets and supplies. The aim 
is to keep the door open ; and, in the meantime, it is 
imperative for plans to be formulated for fostering the 
renewal of trade. The Brazilian-German barter trade has 
also been cut off by the war. But in the past it gave 
Brazil appreciable advantages, and its methods must be 
countered. The pre-war obstacle of unstable exchanges 
must be surmounted. New trade agreements must be 
devised. During the war, potential established markets, 
Lord Forres urged, must studied, and their changes, 
developments and requirements noted. Contact must be 
kept with the customer—by personal visits, Press pub- 
licity, the wireless and the cinema. It is imperative that, 
when the war is over, British trade, industry and finance 
shall be prepared at once to take part in the prosperous 
development of South America. 


* * * 


Cut Rations 


It is the aim of the Ministry of Food to extend 
communal feeding, but there are still some questions 
unsettled. The economies of bulk catering and bulk 
cooking are obvious, not merely in terms of money but 
in the quantities used, and the introduction of com- 
munal feeding could be employed either to make rations 
go further or to enable existing rations to be reduced. 
Either objective is, of course, legitimate, and in many 
instances of communal feeding which are outside the 
rationing scheme, such as industrial canteens and 
restaurants, the target should be to make as little food 
as possible go as far as possible. But at the moment, 
in a number of catering establishments where there is 
a hard core of more or less permanent residents in 
addition to a few casual guests, there is some sense of 
grievance. Ration books are surrendered and rations 
are drawn not per head but en bloc according to the 
number of meals served in a previous period. The actual 
allocation of butter, sugar, bacon, meat and tea per 
head is very much below the personal ration allowed to 
individuals living at home, and the view is expressed 
that communal feeding is, in fact, being penalised 
rather than encouraged. The matter is not, of course, 
very important. All that is happening is that the benefits 
of communal feeding in these instances are accruing to 
the community in general instead of to the individuals 
who feed communally, and it is probable that, in most 
cases, these people are feeding as well with their cut 
rations under communal conditions as they could at 
home with their full supplies. The argument is, how- 
ever, that the knowledge that communal feeding may 
mean reduced rations, and not simply a better use of 
existing rations, is calculated to be a deterrent to com- 
munal schemes. This argument is not wholly unsound. 
If communal feeding is intended as a device to reduce 
rations wherever possible, in the national interest, and 
if this is necessary, then it should be extended by ever 
means possible to bring as many people as possible cai 
into line on the lower level. The view that every citizen 
has an equal right to his full ration, however ill or well 
he may use it, will not die easily. 


* * * 


Food and the Family 


The figures revealed by the 1937-88 investigations 
of the Ministry of Labour of expenditure on foodstuffs 
gave a clear indication of the réle which different kinds 
of food play in the budget of a household of an average 
size of 3.77 persons and with a total weekly expenditure 
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of about 85s. a week. Some 34s. a week was spent on 
food, and ranged according to their cash importance, 
the most important items were meat (beef, veal, mutton, 
lamb and pork), milk, bread, butter, bacon, ham, etc., 
and eggs. To throw some light on the present wartime 
position, three and a half years later, the expenditure 
on these foods can be compared with the rise in prices 
which has taken place since the war started—remem- 
bering however that food prices vary every year from 
season to season :— 
Weekly e 
the 85s. 
persons) (1937-—38.) 


iture of Percentage increase ef 

y (3-77 prices on Feb. Ist, 

1941, compared with 
Sept. Ist, 1939. 

d 0 


8. ; 
Meat ......... 4 8} 2B 
BE ch cucecsesed 3 Of 31 

Siditiaed 2 8} 3 
Butter ......... 2 5 19 
Bacon........... .. 23 
Egg ......000005 1 10} (fresh) 72 


The most important items of the family’s food budget, 
which make up about 50 per cent of their total expendi- 
ture on food, have not been hit with undue severity by 
the rise in prices; but, unfortunately, the matter does 
not rest here. It is not my ml a question of pre, but 
of physical supply as well. Supplies of meat, bacon, and 
butter are rationed and it is difficult to get eggs. To 
make up their wartime diet, the family must look, not 
simply to those kinds of food whose prices have not 
increased very much, but also to those of which adequate 
supplies are actually available. Cost is, of course, a 
limiting factor, but some of the staple foods mentioned 
have been so strictly rationed that, even with the in- 
crease in the price of the supplies of those that can be 
got, there is some money left over, some “‘ saving” to 
be disbursed on other foods. There is fish, for instance, 
the expenditure on which in the 1937-38 budgets was 
only 1s. 4jd.; though a good part of this may have 
been spent on the cheapest kinds of fish, this sum is 
still small. Unfortunately, though fish is not rationed, 
its price has risen on the average 87 per cent—almost 
the largest increase between September, 1939, and 
February, 1941. a o . 


New Foods for Old 


The problem, when the usual articles of diet are 
either scarce or too costly, is to find substitutes which 
have hitherto taken an over-small place in the family 
diet. One obvious alternative is cheese. The expenditure 
on cheese was only 8$d. for the whole family which 
spent 85s. a week in the Ministry’s survey, and its 
price has risen 30 per cent. But this again is difficult 
to get; it has been doled out by retailers in informal 
rations, and is now to be formally rationed. A 
better chance of ‘‘making-up”’ seems to exist in 
the case of potatoes and vegetables. The expenditure 
on potatoes was only Is. 1jd. This is small, and 
corresponds to not guite 14 lb. a week, which is 
amazingly little compared with other countries—though 
in such comparisons it should be remembered that the 
price of potatoes in this country is always relatively 
high (1d. a pound in a normal winter compared with 
5s. a ewt. in peacetime Germany) because of the much 
superior British quality. Even so, there is plenty of room 
for expanding potato consumption in Britain. Again, 
the consumption of vegetables, at 1s. 4$d., is also 
small. This deserves the special attention of Lord 
Woolton. The abundance of, say, cheap cabbages which 
the growers have claimed has not flooded the retail 
markets, and it has been suggested that the desire of 
the wholesale and retail trade to dispose of the higher- 
priced vegetables, such as brussels sprouts or cauli- 
flowers, has stemmed the flow of the cheaper grades of 
vegetables such as cabbages and carrots. Another sub- 
stitute or ‘“‘ makeweight”’ is milk, a very valuable food. 
But, in this case, the sum spent was already high—3s. 
a week—and, even if there were not the promised diffi- 
culties in feeding dairy herds, it is doubtful whether the 
85s. family would be disposed to increase its peneniee- 
tion very much. The choice, in remoulding the family 
diet, then, is plain; either food expenditure must be 
expanded in the direction of the cheaper foods of which 
too little has hitherto been consumed; or to spend more, 
over and above what can be spent on the restricted 
supplies of rationed foods, on more expensive foods as 
long as they still remain unrationed. Not a little will 
depend on the skill of the housewife to combine the 
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scarce foods, the expensive ones, and those available at 
cheap prices, in the form of pies and ings, soups 
and other mixed dishes. Fre pot au feu, 
which combines a scrap of beef with a quantity of 

tatoes, carrots and green vegetables, and the Italian 

inestrone are examples. The former was originally 
a peasant dish; and it may be necessary and wise during 
the war to go back to some of the old rural traditions 
of cooking. 


* * * 


Compensation for War Damage 


The War Damage Bill received the Royal Assent on 
March 26th. In its original form it had two major de- 
fects. The first, the discrimination against the owners 
of wholly destroyed property has been partly rectified in 
that the War Damage Commission will have some dis- 
cretion in taking account of a rise in prices. The only 
concession made by the Government on the second 
matter—the inadequate provisions for placing part of 
the burden of contributions on mortgagees—was to raise 
to £150 the upper limit of the value of property in 
respect of which a contribution can be 
required. Although Lord Maugham pointed out in the 
House of Lords on March 18th that the failure of the Bill 
to provide for equal treatment between mortgager and 
mortgagee was ‘‘a serious blot”’ on the scheme, his 
plea was rejected by the Lord Chancellor on the general 
ground that the Chancellor of the Exchequer had come 
to the conclusion that it was the best that could be 
devised. As the Act only covers the damage done during 
the first two years of war, and is therefore due to expire 
at the end of August, it is to be hoped that the remain- 
ing defects will be eliminated when it comes up for re- 
newal in the autumn. Another measure, the Liabilities 
(War-Time Adjustment) Bill, introduced by the Lord 
Chancellor into the House of Lords on March 25th, is 
designed to mitigate hardship arising from another kind 
of war damage. Its purpose is to prevent destitution 
and bankruptcy among business and professional people 
who have been rendered unable to meet their liabilities 
as a direct result of the war, and through no fault of 
their own, and it provides for a scheme whereby debtors 
and creditors—with the assistance of liabilities adjust- 
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Shorter Notes 


The Isle of Man (Detention) Bill, which has passed its 
second ing in the House of Commons, enables aliens 
or British subjects, detained under the Home Secre- 
tary’s emergency powers, to be transferred to the Isle 
of Man. There is at present no provision under the law 
whereby British subjects or non-enemy aliens may be 
sent outside the United Kingdom—which does not in- 
clude the Isle of Man—but there is no such difficulty 
about enemy aliens, for they are detained under the 
Prerogative. vf 

In the House of Commons last week, Mr Churchill 
said that the BBC had climbed down over the ban on 
persons who attended the People’s Convention. Such 
ey will not, in future, be debarred from giving 

roadcast performances. On the other hand, the BBC 
has not reconsidered its dismissal of two skilled tech- 
nicians who are conscientious objectors, and the Prime 
Minister has endorsed its decision. Since the rights of 
conscientious objectors are secured by law, and the 
tribunals frequently only grant exemption from military 
service on condition that the objector does work of 
national importance—in the case of one of the BBC 
technicians he had been told to remain at his job—this 
attitude is very unfortunate. The reason given—that the 
technicians’ work was highly confidential and responsible 
—seems to presume that conscientious objectors are 
necessarily spies. 

* 

The number of road deaths in February was 689, an 
increase of 65 per cent. over February last year, only 52 
less than in January, and only 100 less than the total 
number of air-raid deaths in February. 


THE WORLD. OVERSEAS 


Economic Control by the Japanese Army 


(From Our Shanghai Correspondent) 


February 5th. 

[* Japanese-occupied China, the Japanese military have 

assumed complete economic control in the past twelve 
months. Today they dominate not only the semi-official 
Japanese development companies and their 30 odd sub- 
sidiary companies, but also the manufacturing industries 
and all lines of trade which originally had been reserved 
for private Japanese interests. The result is the com- 
plete absence in these areas not only of Chinese, but also 
of Japanese, private economic initiative and investment. 

The ee Japanese manufactiring industries in 
occupied China, and the Chinese enterprises which these 
industries expropriated, are all now strictly regulated 
by the Japanese military machine. Outside Shanghai and 
Tientsin, these industries have to sell their products 
within the limits of volume quotas and maximum prices 
fixed by the military. The volume and prices of their 
supply of Chinese raw materials and fuel are equally 
regulated by the military. Exchange in the open 
anes market for the purchase of foreign supplies 
may be purchased only throygh Japanese banks under a 
permit system operated by the Tokyo Finance Ministry’s 
Shanghai delegate, Exchange pr from exports 
abroad obtained by these industries must be surrendered 
to the Yokohama Specie Bank. Finally, also, the distri- 
bution of profits by these industries is strictly controlled; 
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part of the profits have to be “‘ lent ’”’ to the military for 
the duration of the China war. 

The bulk of the trade between occupied China and 
Japan has been made the monopoly of a series of import 
and export organizations in both Japan and China, which 
are supposed to include the a yp Japanese interests 
concerned. At the China end, these organizations are 
supervised by the Japanese military. All products im- 
ported from Japan have to be sold a these 
organizations at prices fixed by the military, and against 
Peiping F.R.B. puppet currency in North China and 
Japanese military yen in Central China, respectively. 
The difference between the 14d. official Tokyo rate and 
the 5d. open China market rate for Bank of Japan yen, 
which for years bestowed extraordinary profits upon 


_Japanese private importers in occupied China, is now 


appropriated by the military through the levy on this 
trade of new special exchange difference taxes. 

The numerous Japanese ee firms engaged in 
Chinese internal trade, purchasing Chinese awed in 
one area and selling in another region of occupied China, 
are also now all under Japanese military control. They 
all not only have to abide by volume and price regula- 
tions, but have to fixed shares of their profits to 
various Japanese military commands. In the hinterland 
of Shanghai, most of these formerly extremely 
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prosperous companies have completely lost their in- 
dependence and are reduced to profit-gathering mainly 
for the military. é preg hd 
The development companies and their subsidiaries 
are today merely semi-military institutions. The develop- 
ment funds of over 300 million yen, which they raised 


_last year through the placing of debentures with 
’ Government wm 


in Japan, were mostly spent upon 
military enterprises, especially on the construction of 
new military communications. No genuine economic 
development work is being undertaken. Book profits 
shown by the majority of these firms’ subsidiaries merely 
result from the undervaluation of expropriated Chinese 
property, as well as the disregard of proper amortiza- 
tion and reservation. Real profits have been harvested 
only in the monopolist exploitation of old-established 
business lines such as the Shanghai raw silk and fish 
markets. 


Small Return 


The parts of China best developed in former times 
have been in the power of the Japanese military for over 
three years. Although Japan’s economic domination of 
occupied China is greater than ever, its yield to Japan 
is lower than ever. Japan sells less in China than before 
the start of the invasion, and at the same time gets less 
Chinese supplies than before. Except for monthly ship- 
ments of some 400,000 tons of coal, Chinese supplies are 
insignificant for Japan’s economy. Official Japanese 
‘**development work” in China is but auxiliary war 
activity. Chances of profitable investment in occupied 
China for Japanese private capital have disappeared. 

Complete Japanese military control has made occupied 
China’s whole economy subsidiary to the various 
Japanese Army commands in China proper. The control 
is serving the immediate purposes of assisting Japan’s 
fighting forces in fighting the Chinese, and of providing 
them with some pocket-money apart from the war funds 
raised by the Tokyo Government. Moreover, the control 
is being used to help in transforming occupied China 
proper into another Japanese Army Reservation of the 
Manchurian and Korean types by excluding or sub- 
jugating all other Japanese, and, of course, all Western, 
interests. 


Decline in American 
Agriculture 


[FROM OUR NEW YORK CORRESPONDENT] 


February 22nd 


THERE is a general disposition, in America as well as 
abroad, to think of the United States as primarily an 
agricultural country. The 1940 census is a reminder that, 
not only is this no longer true, but it has not been true 
for a generation. The general structure of America is 
profoundly altered from that of, say, 1914, as illustrated 
by the census of 1910. 

In 1910, the population was a little over 90 millions, 
of whom 50 millions were classed as rural—that is, living 
on farms or in communities of under 2,500. In 1940, the 
total population had passed 130 millions, of whom less 
than 60 millions were rural and over 70 millions were 
urban. That is, in these thirty years, the total popula- 
tion had grown by 40 millions, but over three-fourths of 
this increase was in urban communities. 

Politically speaking, the balance of power has 
definitely shifted from the country to the city. In the 
south, and in the sparsely settled States of the west, the 
majority of the population is still rural ; elsewhere, in 
most States, the majority of the population is urban. 
In 1930, some twenty-nine States classed a majority of 
their populations as rural, and these States would have 
contributed fifty-eight of the ninety-six senators. The 
1940 data are not yet published, but would not have 
altered this fact materially. But as these are States of 
small population, the great majority of the members of 
the House represent city constituencies. In 1910, both 
Houses decidedly represented rural constituencies. 

By no means all the rural population is concerned with 
farming 3.on the other ood. the smaller urban 
communities are directly dependent on farming. 
The census distribution is, therefore, not entire y 
indicative of agricultural interest. As to the farms 
themselves, the census of 1940 -counted 6,096,789 
farms, a decline of 200,000 farms for the decade. The 
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e in farms, however, increased from 987 millions 
to 1,061 millions. This gives an average of 177 acres per 
farm, and, with all the variations in local conditions, it 
is surprising that the majority of farms run so near the 
average. In the east, the typical farm runs nearer 100 
acres, and further west nearer 200 acres. At the ex- 
tremes are the truck farms and the ranches. 


Drop in Farm Values 


The value of all farm land and buildings was given as 
$34,000 millions in 1940, compared with $48,000 millions 
in 1930, a decline of nearly 30 per cent. In 1920, the 
value was given as $66,000 millions, or almost $70 an 
acre. The 1940 value was something over $30 an acre. 
In 1940, farm buildings were valued at $10,000 millions, 
and implements at $3,000 millions. 

On these farms, about one-third (322 million acres) 
were under crops; another third was under pasture, 
fallow and woodland; and the final third was un- 
specified. 

The general problems of American agriculture are not 
the problems of an export surplus. The “export 
surplus ’’ problem is concentrated in a few crops—wheat, 
cotton and tobacco. These are localised and politically 
expressive ; nor is their solution obvious. Much of the 
wheat is grown on land that will produce no other 
marketable crop; it could be converted inte grazing, 
but not readily in the unit sizes in which it is held. 
Most of the cotton land is capable of other uses, but its 
conversion would require a complete change of local 
habits. 

The agricultural problem, which, as can be seen, cut 
the value of farms in two between the boom of 1920 and 
the early depression of 1930, and which, in spite of an 
urban recovery, had taken another 30 per cent. of the 
value between 1930 and 1940, is essentially a domestic 
problem. As yet, the farmer has got almost nothing out 
of the war boom that has restored to the urban worker 
conditions equal to or exceeding those of the New Era. 


Depression in Jamaica 


[BY A CORRESPONDENT] 
March 20th 


Tue almost unreserved welcome which has been given 
to the proposed new constitution for Jamaica should not 
obscure the fact that the Colony is, economically, in a 
very bad way indeed. The plight of the banana industry 
is well known, but the effect of this and other factors 
on the island’s whole financial and economic position has 
not been fully realised. 

Even before the British Government placed a ban on 
imports of bananas into the United Kingdom from last 
December, banana exports had fallen off considerably, 
with the result that, in the first nine months of 1940, 
Jamaica’s total export trade was only £2,392,000, com- 
pared with £3,960,000 in the first nine months of 1939. 
In the same period, however, imports, though they fell 
considerably in volume, were in value about stationary 
at some £4,500,000. Exports are, therefore, only equal 
to about a half of the value of imports, and it is most 
unlikely that Jamaica will be able, under present cir- 
cumstances, to maintain its tourist industry to an extent 
anything like enough to offset the effect on its balance 
of payments of the large import surplus. 

One reason why the cost of imports has risen con- 
siderably is that, in order to conserve American and 
Canadian dollars, trade control has been imposed, which 
means that all imports must come from sterling areas in 
spite of the problems of shipping and supply. Many 
applications for imports from Canada have been refused, 
and the restriction on imports makes it difficult to 
develop local industries. 

Nevertheless, attempts are being made to increase local 
manufactures. A few factories have been established for 
the manufacture of cement, starch and condensed milk, 
although permission to import wood-working machinery 
from the United States for furniture manufacture was 
refused. The Government is also trying to increase the 
local production of food. A corn meal factory has been 
started which aims at supplying the entire local 
demand, and the food controller is exercising strict 
control over imports of corn meal, flour and peas. More- 
over, local use is being made of the unexportable 
banana. Banana meal is being mixed with flour for 
bread ; dried bananas are to become a regular item of 
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diet ; cooked bananas are to be served as v bles ; 
and bananas are distributed free, or at nominal prices— 
this, however, has unfortunately dislocated the marke 
for other foodstuffs which the peasants were encouraged 
to grow on the outbreak of war. 


Falling Revenue 


A serious consequence of the policy of self-sufficiency, 
is that a decline in imports means a loss to the Govern- 
ment of Customs revenue, which normally accounts for 
about half of the Colony’s total revenue. Last year, the 
Government was faced with a mounting deficit ; and 
income-tax was increased to bring in another £200,000, 
while a surtax was introduced and additions were made 
to estate duties, stamp duties, customs and excise. But 
further taxation is likely in the next Budget, as revenue 
is falling short of the estimates. Re 

Another problem for the Government is the rising cost 
of living. Between the beginning of the war and October, 
1940, the cost-of-living index rose by 25 per cent., while 
for food alone the rise was 30 per cent. Wages, on the 
other hand. are still at their pre-war level in most indus- 
tries, but it is expected that the revelations of the cost- 
of-living survey will hasten the active operation of the 
Minimum Wage Law which was passed two years ago. 
A Wages Advisory Board has recently been set up, 
under the law, in the sugar industry; one of its first 
tasks is to tackle the deadlock between the Sugar Manu- 
facturers Association and the trade unions arising from 
the question of the correct allocation between workers 
and manufacturers, respectively, of the increase in price, 
amounting to £1 7s. 6d. per ton, which the Imperial 
Government has granted for the 1940-41 crop. 

There appear to be two possibilities of help for 
Jamaica in its present troubles. One is that Great 
Britain will give more financial help, either by a direct 
subvention or by extending crop purchases. In par- 
ticular, it is hoped that help will in given in respect of 
the 120,000-200,000 surplus boxes of grapefruit ; and it 
is also being widely suggested that the Ministry of Food 
should relax the import ban in favour of dried bananas, 
which are said to need only 5 per cent. of the 
shipping space taken by bananas on the stem. The other 
possibility of improvement lies in the construction of 
naval bases for the United States, which would help to 
solve the unemployment problem. On the other hand, 
the bases are giving rise to problems themselves, for 
land speculation is taking place in the neighbourhood of 
the proposed sites, and the question of compensation to 
fee landowners and their employees will have to 

ye settied. 


The Falange Faces 
Opposition 
[BY A SPANISH CORRESPONDENT] 


March 7th 


Recent reports from Spain all tell of strengthening 
opposition to the Falangists. Criticism is now quite open, 
and party discipline is relaxing. The mere existence of 
‘& vast mass of opposition, however inactive, is one of 
the most powerful forces now ranged against any plans 
the Germans may have. The failure of the Falange to 
bring any sort of order into the economic chaos, together 
with ‘the demagogic policy of its more radical elements, 
is damping the ardour of some of its supporters, and 
there is evidence that in aristocratic and industrial 
cireles there are spreading only disillusionment for the 
present and despair for the future. Moreover, many 
‘enlightened Catholics—both clergy and _ laity—are 
wondering if they have gone too far in militant support 
‘of a totalitarian regime. 
But if there is disharmony in the Franco ranks, they 
are all at one against democracy, the Conservatives 
harking back to the old type of absolutism, the Falan- 
‘gists worshipping its modern form—totalitarianism. 
The Falangists now stand between the silent resistance 
of the old democratic elements, on the one hand, and the 
growing dissatisfaction of the Conservative classes on 
the other. No positive move can be expected from either 
side of the opposition at this stage, partly owing to the 
war. Nor, of course, can it be supposed that there is any 
general desire for things to be as they were before 
‘General Franco’s victory. 


IIOTARDS 
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The economic situation is going from bad to worse 
because no plan for ion has been into 
effective operation. a fraction of industry is work- 
ing. Transport is breaking down. Villages and small 
towns destroyed during the war have been left as they 
were. People have drifted steadily to the towns, leaving 
the fields untended ; and this, with the lack of fertilisers, 
has meant crops below normal. It is said there is now 
meee hunger in Spain than in any other country in 

urope. 

Although the extreme Falangists blame the food 
shortage on the British ‘‘ blockade,”’ some Spaniards 
appreciate Great Britain’s continued efforts to assist 
economic recovery by various trade and payment agree- 
ments and by providing facilities for shipping wheat and 
other foodstuffs to Spain. The American Red Cross is 
also doing important work in this connection. But while 
the effects of these measures will undoubtedly be felt for 
what they are worth, the political implications are 
largely missed because the Spanish papers have never 
given them sufficient publicity. 

For some time now the Falangist Press has been 
attacking the well-to-do classes, who are variously 


accused of leading too easy a life, of thinking only of | 


the material interests of their own class, of sabota 

the National-Syndicalist revolution, or of illicit dealing 
with foodstuffs and profiteering out of the starvation of 
others. For these and other alleged offences heavy fines 
—-amounting to several million pesetas—have been im- 
posed upon wealthy business men, and 40 per cent. of 
the fine goes to the informer. In other cases the culprits 
—280 of them during December—have been sent to 
labour battalions. The main object of this demagogic 
campaign is to give some sort of satisfaction—as they 
cannot give food—to a restless and hungry people. 


Hostility Admitted 


A portent of the growing tension in the situation is to 
be found in a speech delivered in Madrid on December 
31st by Sr. Salvador Merino, National Chief of the 
Falangist Syndicates (trade unions). He said that “ all 
kinds of intrigues were being launched against the 
Falange, even from within its own ranks,’’ and candidly 
admitted ‘‘ an atmosphere as hostile as, or even more 
so, than in July, 1936.’’ He blamed this on the Conserva- 
tive elements,: then turned upon the workers for being 
in sympathy with the Republicans, and concluded by 
stating that although the Falangists were only a 
minority, they were determined to use the power they 
had seized to apply the principles of the National- 
Syndicalist revolution. 

This latter statement is in accordance with Falangist 
policy since the Civil War. Before it broke out, the 
various Conservative elements, which united with the 
Falangists to form the backbone of General Franco’s 
movement, agreed to sink their political differences until 
victory was won. The Falangists, however, have seized 
power and used it for their own advantage, and the 
recent trend of Spanish politics has been no more than 
a succession of manceuvres by the Falange to eliminate 
their former allies. 

This struggle for supremacy has been clearly reflected 
in the changes in the Cabinet. Formed in August, 1939, 
it was intended to represent a balance of political forces. 
Unity of action was its declared aim, but observers 
realised that this was only being achieved by forcing 
things into a Falangist mould. General Franco was him- 
self Premier, and there were fourteen other Ministers. 
Three civilians and one army officer were not members 
of the National Council of the Falange. The other ten— 
four civilians (Srs. Serrano Sufer, Bilbao, Sanchez 
Mazas and Gamero del Castillo), five army officers and 
an admiral—were members either of the Political Junta 
or the National Council. Sanchez Mazas and Gamero del 
Castillo were Ministers without portfolio and represented 
the Party. Another and more important link between 
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Cabinet and Party was General Mufioz Grande, Secre- 
tary-General of the party and ex officio in the Cabinet. 

It is apr ged A ee Bs a a = 
members of the Political Junta were those for Finance, 

riculture and Labour, Industry and Trade, and Public 
Wake, that is, the whole economic life of the country. 
Obviously, General Franco was trying to conciliate the 
people representing economic interests, who had not 
much faith in the National-Syndicalist revolution. 

After a few months changes began. General Muioz 
Grande was dismissed from the secretaryship of the 
Party and so from the Cabinet. The arrangement had 
been that all officers were automatically members of the 
Party, which had thus had political control of the Army. 
As compensation, the key post of secretary had been 
given to a General, and his dismissal pointed to friction 
between the Falange and the Army. Sr. Gamero del 
Castillo became acting secretary. He is a young man— 
about 29—an ardent Falangist, strongly pro-German 
(having studied law and philosophy in Freiburg and 
Bonn) and the most outstanding figure in the Falange 
after General Franco and Sr. Serrano Suier. 

Then General Vigon, Chief of the Supreme General 
Staff, was installed at the Air Ministry in place of 
General Yagiie, who even during the Civil War had come 
under suspicion because of some of his remarks about 
German and Italian assistance. 

The next to go was Sr. Sanchez Mazas, one of the 
Falangist Ministers without portfolio. He was an ‘* Old 
Shirt’ (one of the original little band of Falangists) 
and vice-president of the Political Junta, but not a 
member of Sr. Serrano Sufier’s personal coterie. 

Another important change followed close upon Sr. 
Serrano Sufer’s mission to Berlin ; only a week after his 
return he took over the Foreign Office from Colonel 
Beigbeder—a step for which the Falange Party had 
long been clamouring, accusing the Minister of not being 
sufficiently pro-Axis. Then Sr. Carceller, another member 
of the Berlin mission, replaced Colonel Alarcon de la 
Lastra at the Ministry of Industry and Trade. 

In December, Sr. Serrano Sufier tried to persuade 
General Franco to dismiss the Ministers of Finance, 
Agriculture and Labour, and Publie Works, and merge 
these offices, together with Industry and Trade, into a 
single Ministry ander Sr. Carceller. But this proposal 
met with such an outery that it has been dropped for 
the moment. 

On January 18th, Sr. Gamero del Castillo openly 
admitted that there was friction between the Falange 
and other elements, and advocated that the Falange, 
with the support of the Army, should seize full control 
of the State and the Cabinet. Arriba, the paper repre- 
senting the views of the Falangist headquarters, re- 
marked, however, that political changes must be post- 
poned until the food problem is solved. 

On the other hand, new governors, chosen from the 
Falangist inner ring, have been appointed to Madrid 
and Barcelona. 


Dominion-Provincial 
Relations in Canada 


[BY A CORRESPONDENT] 


March 14th 
THe recent presentation to the Canadian Parliament 
of non-war estimates for 1941-42, with their provision for 
provincial subsidies, recalls the fiasco which took place 
in January over the Conference on the Rowell-Sirois 
Report. The Rowell-Sirois Commission had, it is true, 
been concerned with the balance of powers between the 
Dominion and Provinces in the widest sense, but it was 


‘generally agreed that the main problem was financial 


and the Commission’s chief—and most thorny—recom- 
mendations dealt with the question of Dominion- 


‘Provincial finance. 


‘Under, the stittition the incial governments 
had the duty  itiadiingéfbaintkinds of expenditure 
antl the right to*raise eertain:kinds: of revenue, but ‘since 
the great slump'the expenditure has increased by lea 

and bounds, principally on unemployment relief, whil 
the revenue has pen, dismally. .As a result, ‘the 
Dominion has been fo to make large grants, totalli 

over $300 millions, to the most hardly hit districts ant 
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deal of Provincial debt in the prairie 
regions has unable to yield any interest. The Com- 
mission’s main ations involve an important 
increase in the powers and resources of the Dominion 
Government. It is proposed that the Dominion shall 
assume full responsibility for the relief of all employable 
unemployed; that it shall take over all direct and 
guaranteed Provincial debt, whether dead-weight or 
revenue producing; that it shall provide “‘ national 
adjustment grants ’’ for the Provinces where the neces- 
sity arises. the other hand, it is proposed that the 
Provinces shall cease to be the collectors of personal 
income tax, corporation tax and succession duty, all of 
which shall be levied by the Dominion Government. 

On a broad view, unemployment should be a national 
responsibility, because its ply is determined by the 
Federal Government’s fiseal policy. Contributory unem- 
ployment insurance has only recently been introduced 
and hitherto it has covered the lesser part of the unem- 
ployed, so that centralisation would provide an oppor- 
tunity for a more widely-based scheme. Once this burden 
was placed on the Dominion, the Provinces would be free 
to devote their whole attention to the considerable fields 
of social welfare still remaining under their care. 

The recommendations regarding the taking over of 
Provincial debts are complicated by arrangements for 
the Provinces to make certain payments to the Dominion 
Government, based on the interest which they receive on 
their investments, and there are separate provisions for 
Quebec Province, where there are large municipal debts. 
A unification of all this indebtedness would permit a 
conversion to lower interest rates, and there would also 
be a saving on ordinary management expenses. 

The taking over of these liabilities would saddle the 
Dominion with a heavy burden, and the proposal that 
the levying of the main taxes shall be transferred to 
the Dominion is a necessary corollary. The economies 
of unified control should prove considerable, if only by 
simplifying the present unbelievable complexity of the 
Corporation taxes in a country where there are nine 
sets of Provincial company laws and Dominion legisla- 
tion as well. 

If these sources of revenue are withdrawn from the 
Provinces, they will be left in possession of little else 
beyond local rates and vehicle duties. As one of the 
objects of the Commission was to arrange for the future 
well-being of the Provinces, the report recommends the 
disbursement to needy areas of National Administration 
Grants in such a manner that ‘‘ every Province can pro- 
vide for its people services of an average Canadian 
standard.’’ More closely defined, this means that every 
Province should be placed in a position to balance its 
budget after providing its citizens with an average 
Canadian standard of services and after taxing its 
citizens at an average Canadian standard of severity. 
The report proceeds to explain in considerable detail 
what services are to be regarded as essential and what 
periods are to be taken as a basis for fixing “‘ average ”’ 
standards. The Commission considers that at the present 
time only six out of the nine Provinces require a National 
Administration Grant, but it is recommended that the 
position be reviewed every five years by an independent 
finance commission. 

In addition to these grants, the giving of emergency 
grants to badly-hit Provinces is considered necessary, 
though here a yearly revision is advised. At the moment, 
Saskatchewan, whose finances are in a very bad state, 
is the only government suggested as standing in need of 
such aid. 

Although there may well be room for disagreement 
over individual recommendations of the Commission, 
there was general agreement over its main outlines, and 
pmapperemenent and contempt were expressed that the 
Conference in January between Federal Ministers and 
Provincial Premiers ended in an unedifying squabble. It 
is possible that it would have been difficult to put the 
proposals into effect in wartime, which was why Mr 
Mackenzie King advocated them so half-heartedly, but 
sensible discussion might have led to agreement on how 
far they should be implemented when peace returns. 
As it was, Mr Hepburn, Premier of Ontario, announced, 
on the first morning, the unqualified opposition of his 
Ministry to the proposals,,and a similar stand was taken 
by Mr Aberhart, of Alberta. Most of the blame for the 
breakdown of the Conference probably attaches to these 
two Premiers, but the Canadian Press allocated a great. 
deal. to Mr Mackenzie King for his maladroit handling 


even 80, a 


of the affair, which has certainly contributed to the- 
growing dissatisfaction with his Government in the: 


country as a whole. 
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The Price of Raw Materials 


AW materials, conversion costs and profits: these, 

broadly, are the three main ingredients that make 
up the prices of finished goods. The prices of raw 
materials and the cost of converting them into finished 
goods have shown a substantial, though far from 
uniform, rise since the outbreak of war, but the general 
trend of net profits as distinct from gross profits, as 
reflected in The Economist index, has been slightly 
downwards. The proportions in which the three ingre- 
dients contribute to the price of finished goods vary 
considerably between different industries and between 
different products of the same industry. But there can 
be no doubt that the rise in the prices of basic indus- 
trial raw materials—the Board of Trade index advanced 
by 70 per cent between August, 1939, and February, 1941 
—has contributed substantially to that of finished goods 
since the outbreak of war. 

Although the prices of basic products have been 
strongly influenced by Government policy, and the 
majority of them are subject to direct or indirect control, 
it is useful, in an analysis of the causes of the rise, to 
distinguish between imported and home-produced 
materials. Apart from world supply and demand, the 

ices of imported materials are influenced by the 

vernment’s buying policy, by the sources of supply, 
by the cost of transporting them to this country, and 
by movements in exchange rates. Those of home-pro- 
dueed materials have been influenced, not only by the 
rise in wages, in the cost of equipment and transport 
and by changes in profits, but also by the size of the 
output required by the Government. 

To take first the prices of imported materials. After a 
slight rise consequent upon the outbreak of war, world 
market prices, as reflected by the index of raw materials 
calculated by the American Bureau of Labour Statistics, 
showed surprisingly little change. In the absence of the 
customary quarterly indices it is not possible to 
quote the average rise in the price of British imports, 
but in the following table the American indices are com- 
pared with the basic materials component of the Board 
of Trade’s index of wholesale prices. Although this index 
includes a number of home-produced materials it is pro- 
bably roughly representative of the general trend of 
import prices :— 


INDICES OF RAW MATERIAL PRICES. 


(August, 1939 = 100) 


U.K. U.S.A. 
(Board of (Bureau of 
Trade) Labour Statistics) 
1939 August ............4.. 100 100 
December ............ 148 110 
1941 February ............... 170 111f 


t December, 1940. 


The comparative stability of raw material prices on 
the world market is due very largely to the operation of 
the British blockade which cut off from overseas sup- 
plies, first Germany and, after June, when consumption 
in the United States began to advance more rapidly, 
almost the whole of the other Continental countries. But 
in view of the enormous prospective expansion in 
America’s intake of ‘adnebaiel dean materials, the trend 
of world market prices is likely to be upwards this year. 
Since world market prices, as measured by the 
smerican index, have risen by only about 11 per cent. 
since the outbreak of war, the advance in British prices 
must have been due entirely to higher transport costs, 
the fall in’ the sealinaateiber exchange rate and the 

vernment’s buying policy. While it is impossible to 
assess the influence of each of these three factors on the 
general level of raw material prices, it is pertinent to 
remember that the 16 per cent rise in the sterling price 
ef the U.S. dollar occurred soon after the outbreak of 





war and therefore did not affect prices in 1940, Although 
the main advanee in freight rates also took place in t 
last four months of 1939, these must have shown a further 
increase in the past year; moreover, as a result of the 
collapse of France and the virtual cessation of trade with 
the Continent, which formerly supplied some 30 per cent 
(by value) of Great Britain’s imports, the Government 
has had to secure supplies from more distant sources 
and generally at a higher price. The approximate rise in 
the prices of a number of important materials since the 
outbreak of war is shown below :— 


INpDiIces oF RAw MATERIAL PrRIcEs 
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Supplies and prices of the majority of imported raw 
materials were controlled soon after the outbreak of war. 
Rubber, tin and cotton were important exceptions, 
though the latter will now be added to the list of con- 
trolled commodities, for the Government has decided to 
become the sole importer of cotton, In the great majority 
of cases, the Government is securing supplies by means 
of bulk purchases, but the nature of its contracts show 
wide divergences. So far as Empire products are con- 
cerned, some of them have been bought for the dura- 
of the war, while others have been secured by shorter, 
but renewable, contracts. Again, some products have 
been purchased at pre-war prices, adjustable for in- 
creases in costs, while others have been bought at fixed 
_— showing a substantial increase over pre-war levels. 

or example, the Government has bought the wool clips 
of Austraha and New Zealand for the duration of the war 
and one year after at a price showing an increase of 
about 30 per cent over the pre-war level. This agreement 
was later extended to South Africa. Empire-produced 
non-ferrous metals have been P saa ese" approximately 
at pre-war prices, but it is understood that adjustments 
may be made for increases in costs. Of certain colonial 
products, such as cocoa, the Government has bought the 
whole crop, though 7 part can actually be used ; for 
this uneconomic method of purchasing has been designed 
to prevent destitution in territories that depended 
largely on Continental markets. Most purchases outside 
the Empire have also been made on a bulk basis, often 
at world market prices. The prices of imported steel and 
timber, which must now be drawn largely from North 
America, are appreciably higher than before the war 
when supplies were obtained chiefly from the Continent. 
In the case of petrol, purchases are reported to be made 
through the oil companies at the ‘‘ Gulf” price. In view of 
differences in circumstances, divergences in the methods 
of purchase could hardly have been avoided, though mis- 
takes have no doubt been made here and there, reflected 
in the disparity between the movement of prices here 
and in America which can probably not be explained in 
full by the rise in the notes price of the U.S. dollar 
and the increase in transport costs. 

The prices of the majority of home-produced materials 


have also shown a substantial advance, though, as in the 
case of imports, the rate of increase since the inning 
of pro- 


of the war has aovenne but uniform, 
duction have been influenced considerably by the rise in 
wages, which form a substantial propaesan of total 
costs in the production of primary products, by the in- 
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crease in the prices of equipment, such as timber in 
coal-mining, and by the rise in transport costs. Apart 
from these general factors, the prices of individual com- 
modities have been raised by circumstances special to 
each, such as a fall in turnover or the need for an in- 
crease in output. : ee 

The 34 per cent rise in coal prices—the principal home- 
produced raw material—between August, 1939, and 
February, 1941, has been caused very largely by the in- 
crease in wages and other costs ; the levy of 3d. per ton 
of coal produced, imposed at the beginning of January 
to compensate individual coal-mines for loss of trade 
caused by the fall in exports, has contributed only a 
fraction of the increase. Steel prices have advanced by 
41 per cent, but the greater part of this rise has been due 
to the increased cost of imported materials. The rise in 
cement prices by 21 per cent, too, can be attributed 
largely to higher costs. It is in agriculture that the prices 
of basic materials have shown the heaviest increase; thus, 
the Ministry of Agriculture’s index of the prices of farm 
crops rose by no less than 66 per cent between August, 
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1939, and September, 1940. A large part of this increase 
is due to the raising of minimum weekly wage rates by 
an average of 12s. to 48s. in July, 1940, but an additional 
and very important price-raising factor has been the 
encouragement of the extension of cultivation by the 
fixing of prices “‘ remunerative” to farmers. As in the 
case of imported raw materials, Government policy at 
home has been dictated chiefly by needs. 

In general, the Government, in its raw material pur- 
chasing policy, both at home and abroad, has n 
influenced more by the need to secure adequate supplies 
than by considerations of price. And, as a result, the 
prices paid have no doubt often been higher than they 
would have been if economy had been the chief criterion. 
Thanks to the stability of world prices, however, the 

rices that have had to be paid for overseas supplies 
os not been excessive. But if a more marked advance 
is to be avoided in the future, closer collaboration 
between the British and American Governments, which 
will soon be the principal buyers of raw materials on the 
world markets, seems essential. 


Finance and Banking 


Big Money Turnover 


The position in the.short loan market during the past 
week has been far from static. The turnover of funds 
has been exceptional, and though the volume of bank 
cash has at all times been adequate, the individual 
banks’ experiences have varied considerably and condi- 
tions have proved distinctly patchy. The Treasury pay- 
ments on the India stocks have proved an appreciable 
factor in the market. Part of the funds accumulated for 
this purpose had for some weeks past been employed in 
the short loan market and was abruptly withdrawn on 
Saturday of last week. Its percolation back to the 
market has proved a fairly sluggish process, and this 
contributed to the somewhat difficult conditions experi- 
enced in the first part of the week. Revenue payments 
have again been heavy, but their effect, as shown by 
the latest Exchequer returns, has been more than offset 
by the record level of Government expenditure. By 
Thursday whatever signs of tighter credit may have 
a nenael earlier in the week had completely disappeared. 

he Bank return explains this by showing a jump of 
£39,130,000 in Discounts and Advances, which no doubt 
represents temporary accommodation to the India 
Council granted in connection with the repayments of 
vested India Government securities. Of this no less than 
£23,410,000 went to swell bankers’ deposits during the 
week, bringing them up to the comfortable level of 
£118,597 ,000. 

* . * 


Treasury Bill Tactics 


The scope for movement and tactics in the discount 
market, as it now functions, is sufficiently restricted to 
make such manceuvring as was evident at last week’s 
tender for Treasury bills noteworthy. It has certainly 
provided a most fruitful source of market discussion 
during the past week. The syndicate appears to have got 
some intimation that the official “‘ outside ’’ applications 
for bills would fall off appreciably at last Friday’s 
tenders—an assumption which was borne out by the 
—- in the total applications from the previous week’s 
high figure of £158,845,000 to £181,595,000. Conse- 
quently, the syndicate decided that this would be a good 
pwn of getting the effective application price for 
the 92-day bill back to £99 14s. 10d., thus restoring the 
profit —— to around sz per cent., as against the 
wholly neg igible figure earned on bills obtained at the 

revious three tenders. The unofficial outside applicants 
ell into the trap (if it was a consciously placed trap) 
with the most unsuspecting innocence. The fact that they 
were tendering for bills maturing in the last week of 
June must have removed any doubt about the possi- 
bility of a reduction in the syndicate’s price of applica- 
tion. The trap was moreover given some spikes o the 


romise of fairly difficult short loan conditions this week. 


ost ‘‘outsiders” applied for their bills at £99 14s. 11d. 
and obtained a much larger allotment than has come 


their way for many months past. Their reaction to the 
outcome of the tender was quickly seen in the keen 
efforts made towards the end of last week to sell bills 
for forward delivery. Some of these applicants have been 
appreciably inconvenienced by the ample volume of bills 
to be taken up by them this week. Most of the banks 
have been making up, and though there has generally 
been some outlet for bills, money has been sufficiently 
** patchy ”’ to cause rates ranging up to 1} per cent. to 
be paid by certain quarters. The syndicate, for its part, 
ve to be content with an allotment of merely 17 per 
cent. With its outside competitors uncomfortably stuffed 
with bills, the syndicate is obviously well placed for this 
week’s tender, which will no doubt be concentrated on 
the June 30 maturity. 


* * * 


Shanghai Exchange Nominal 


The past week has proved one of some difficulty for 
the Chinese dollar. The quotation for it in the Shanghai 
market has been nominal at 8szd., while the Far-Eastern 
banks in London have adjusted their rate to 8d.-3}d. 
The Shanghai market has apparently been dominated 
by fears of a serious collapse in the Chungking dollar 
rate. These fears are prompted, first, by the knowledge 
of the difficulties being encountered in the discussions 
between Chinese, American and British representatives 
to formulate a scheme for the continued functioning of 
the Chinese Stabilisation Fund. In the second place, the 
Shanghai market has had visible and audible evidence 
of the more violent phase into which the Chinese cur- 
rency war has entered. Bombs have this week wrecked 
the Shanghai offices of the two banks under Chungking 
Government control, the Bank of China and the Central 
Bank of China. These outrages are part of the plan of 
operation for driving the Chungking dollar out of circu- 
lation in the Shanghai district and thus for depriving 
the Chinese Stabilisation Fund of the facilities for con- 
trol provided by what is by far the most important of 
the Far Eastern exchange markets. The difficulties that 
face the Tripartite negotiations can readily be appre- 
ciated. The Chungking dollar needs support, since the 
Government does not retain more than a small fraction 
of the foreign exchange proceeds of Chinese export trade. 
But as long as the Shanghai market retains its present 
freedom and as long as competing and interchangeable 
domestic currencies circulate, there is evident danger 
of direct help given to one of these currencies, t 
Chungking dollar, by unconditional dollar and sterling 
credits, merely foaling the exchange reserves of the 
Central Reserve Bank of the Nanking puppet Govern- 
ment. The solution of that particular problem presents 
considerable difficulties. Until they have been overcome, 
the Chinese exchange situation must obviously remain 
precarious—“‘ serious but not critical’? seem to be the 
appropriate adjectives. Meanwhile, it would be erroneous 
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